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NORWAY: KEY ECONOMIC INDICATORS 


Value US$ Percentage 

millions volume change (a) 
National Accounts: 1991 1991 1992 
Total GNP 103,276 239 Zee 
Total GDP 205,977 1.9 
- GDP offshore 18,739 11.5 
- GDP Mainland 87,238 0.1 
Total Domestic Demand 96,801 (0.5) 
Exports of G&S 47,624 6.3 
Imports of G & S 38,449 1.3 
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PRICES, MONEY, AND GOVT. BUDGET: 

As Marked (a) 1991 
Cons. Price Inflation (3) 328 
Ann. Money Growth (M2) (EOP, 3%) 10.8 
Interest Rate (b) (EOP, 3%) 10.8 
Govt. budget bal. (C) (US Bill.) (3.1) 


OTHER DOMESTIC INDICATORS: 

GDP Per Capita (US$) 24,995 25,333 
Population (Mill., Mid-Year) 4.26 4.29 
Labor Force (Mill., Mid-Year) 2.13 2.33 
Unempl. Rate (d) (%) 5.5 6.0 
Industrial Prod. Index (e) 102.1 104.4 
Change in Ind. Prod. (f) (%) 22 2s3 


BALANCE OF PAYMENTS AND RELATED ITEMS: 

Total Exports (US$ mill; FOB) 34,332 35,100 
Oil and Gas Exports (US$ mill) 14,910 15,477 
Exports to the U.S. (g) (US$ mill) 1,626 1,700 
Total Imports (US$ mill; CIF) 25,936 26,900 
Imports from the U.S. (g) (US$ mill) 1,489 1,500 
Total Trade Balance (US$ mill) 8,396 8,200 
Trade Balance with the U.S. (US$ mill) 137 200 
Current Account Balance(US$ mill) 5,060 3,892 
Foreign Exchange Res. (EOP;US$ mill) 12,477 13,300 
Foreign Debt (h) (EOP;US$ mill) 9,846 5,846 
Debt-Service Ratio (i) (3) 18.5 13.5 
Foreign Investment (j) (US$ mill) 10,938 11,200 
Of Which U.S. Inv. (j) (US$ mill.) 4,954 5,040 
Average NOK/USS$ Rate 6.48 6.50 
Tourism Receipts (US$ mill) 1,745 1,850 
Tourism Expenditures (US$ mill) 


Principal U.S. exports to Norway: aircraft and parts, adp machinery, 
other machinery incl. oil equipment, telecommunications equipment, 
fruits and vegetables, and motor vehicles and parts. 


Principal U.S. imports from Norway: crude oil, fish, metals, paper 
and products, cheese, and misc. manufactured goods. 


Memo Notes: (a) Projections by the Norwegian Ministry of Finance, 
Norwegian Central Bureau of Statistics, and the Embassy; (b) 1-month 
nibor; (c) central government; (d) surveyed unemployment; (e) volume 
index, 1990=100; (f) nok-based avg. annual change in (e); g) US 
Dept. of Commerce definition; (h) net foreign liabilities; (i) debt 
payments as a percent of exports of goods and services; (j) stock of 
foreign investment; (k) embassy projections. EOP = End of Period. 





SUMMARY 


Norway’s mainstay offshore petroleum sector will likely expand 
relatively strongly in 1992 and 1993 because of continuing field 
developments and exploration activity. Norwegian mainland 
economic activity is expected to become moderately stronger in 
1992 and 1993 thanks to the Norwegian Government’s expansionary 
fiscal policy and prospects for improved growth in some member 
countries of the Organization of Economic Cooperation and 
Development (OECD). Norway continues to adapt its economic 
policies to the emerging EC single market. Norway and the other 
European Free Trade Agreement (EFTA) countries are in the 
process of ratifying a draft European Economic Area (EEA) free 
trade accord with the EC. On EC membership, Norwegian Prime 
Minister Gro Harlem Brundtland has indicated that Norway will 
submit an application before the end of 1992. 


The United States remains one of Norway’s principal trading 
partners. The Norwegian market will likely continue to offer 
interesting opportunities for U.S. suppliers of high-technology 
machinery and equipment--notably oil and gas technology--and 
aircraft. Apart from opportunities in trade, the expanding 
Norwegian offshore petroleum sector should continue to attract 
U.S. investors. Major competitors in the Norwegian market have 
been and will remain EC member states, Sweden, and low-cost 
producers in Asia and elsewhere. Norwegian state monopolies and 
other non tariff barriers may continue to complicate U.S exports 
ranging from communications equipment to farm products. 


ECONOMIC POLICY 


Domestic Economic Policy: Norway remains a mixed economy, with 
resource allocation determined by both state intervention and 
free market forces. The public sector in Norway is more 
significant than in the United States. Public spending in 
Norway presently amounts to nearly 55 percent of Gross National 
Product (compared with 36 percent in the United States). 


The Government of Norway (GON) uses extensive subsidies schemes 
to support agriculture, outlying regions, and some industry. A 
welfare system which redistributes incomes via the tax system is 
firmly in place, and the GON puts a premium on containing 
unemployment. These programs have required constant financial 
underpinnings, and the tax burden on the economy (55 percent of 
GNP) remains one of the highest in the OECD. The Norwegian 
private sector--which accounts for the bulk of GNP--remains 
dominant in industries such as shipping, services, and small to 
medium-scale manufacturing. 


External Economic Policy: Norway welcomes foreign investment as 
a matter of policy, but foreign ownership continues to be 
restricted or prohibited in areas of financial services, mining, 
hydropower, and acquisition of property. Norway continues to 
adapt its economic policy to international developments, notably 
the emerging EC single market. Norway and the other EFTA 





members are in the process of ratifying an economic cooperation 
agreement with the EC under the framework of the European 
Economic Area (EEA). This agreement is designed to limit the 
distortive impact of the EC single market on commodity trade and 
the movements of labor and capital. On EC membership, Prime 
Minister Gro Harlem Brundtland has indicated that Norway may 
submit an application before the end of 1992. 


ECONOMIC RESOURCES AND STRUCTURE 


Economic Resources: The Norwegian resource base is dominated by 
energy and energy-based production--crude oil, natural gas, and 
metals. This domination renders the domestic economy vulnerable 
to downturns ina handful of global commodity prices, 
particularly that of oil. 


Norwegian crude oil reserves stood at 16.6 billion barrels as of 
January 1, 1991, which was 71 percent of Western Europe’s 
reserves and equivalent to over 20 years production at the 1991 
level of 1.9 million barrels a day. Natural gas reserves 
amounted to 108.7 trillion cubic feet, 48 percent of Western 
Europe’s reserves, and equivalent to about 100 years production 
at present production levels. Norway has limited land deposits 
of non-renewable energy resources (that is, coal on 
Spitsbergen), but the country is blessed with abundant 
hydropower for industry and domestic use. 


Economic Structure: Offshore petroleum production will remain 
Norway’s principal economic activity for the next several 
decades, although the petroleum sector’s significance will 
decline gradually along with the depletion of Norway’s crude oil 
resources. In the past decade, the economic significance of the 
offshore petroleum sector fluctuated with world oil prices. In 
1991, petroleum production accounted for 14.4 percent of 
Norwegian Gross Domestic Product (GDP), compared with a peak of 
18.5 percent in 1984. Norwegian agriculture and fishing remains 
heavily protected, but its share in GDP has declined gradually 
to 2.8 percent of GDP last year from over 5 percent a decade 
ago. In the past decade, the share of manufacturing production 
in GDP eased to 14 from 16 percent. Activity was dominated by 
large-scale export-oriented industry producing metals (for 
example aluminum), chemicals, and pulp and paper. 


ECONOMIC GROWTH 


Recent Developments: In 1991 real mainland economic growth 
stagnated because of declining household demand, falling non-oil 
investment, and slowing exports. However, growth in public 
sector spending firmed as fiscal policy took an expansionary 
turn. Offshore economic activity was relatively buoyant in 
1991. On external accounts, rising shipments of crude oil 
helped lift the value of exports, while imports remained 
relatively stagnant. 





Norway posted a record 1991 current account surplus of some $5 
billion as compared with a $3.7 billion surplus in 1990. Asa 
result of improved external accounts, Norwegian net foreign debt 
declined to some $10 billion at the end of 1991, from $14 
billion a year earlier. 


INFLATION, WAGES AND EMPLOYMENT 


Inflation and Cost of Living: Norwegian consumer price 
inflation (CPI) fell to a new post-war low of 3.4 percent in 
1991 from 4.1 percent in 1990. No near-term resurgence in 
Norwegian inflation is expected, since persistent labor market 
slack will likely help contain inflation. Despite slowing 
inflation since 1987, Norway’s cost of living ranks near the top 
of the world list. The cost of living in Oslo is about 25 
percent higher than in New York and greater than in either 
Stockholm or Copenhagen. 


Wages and Working Hours: To curb run-away wages, the GON set a 
wage freeze in the spring of 1988. This was extended to cover 
the year starting April 1, 1989. As a result, average hourly 
wage growth has eased gradually to 5.4 percent a year in 1991 
from 16.1 percent in 1987. The wage freeze was abolished in the 
spring of 1990; wages are presently determined by collective 
bargaining between management and labor. 


For 1992, the GON expects moderate wage growth of about 3 
percent, accompanied by some minor strike activity. Norwegian 
wage costs remain among the highest in the world. Hourly wages 
in Norwegian manufacturing averaged an estimated $15.04 in 1991, 
compared with $11.18 in the United States. In addition, the 
average workweek is short in Norway, having been reduced to 37.5 
hours from 40 hours in 1987. 


Unemployment and Labor Force: In 1991, unemployment (surveyed) 
reached a post-war record of 5.5 percent in 1990, reflecting the 
impact of the economic slowdown, mounting overcapacity in 
building construction, and continuing structural problems in 
industry. Looking ahead to 1992 and 1993, modest growth in the 
mainland economy is unlikely to make significant inroads into 
the current level of unemployment because structural problems in 
industry have yet to be resolved. Overcapacity in the building 
construction sector will likely last into the mid-1990s. 


In 1991, the Norwegian labor force numbered 2.13 million (55 
percent of which was male) by mid-year out of a population of 
4.26 million. The bulk of Norwegians employed (70 percent) were 
engaged in the services sector, followed by manufacturing (15 
percent) and building construction (7 percent). Being capital 
intensive, the offshore petroleum sector and mining absorbed 
only 1 percent of total Norwegian employment. 





NORWEGIAN EXTERNAL ACCOUNTS 


Significance of Foreign Trade: The Norwegian economy remains 
highly dependent on foreign trade. The country’s combined 1991 
merchandise exports and imports account for 57 percent of GDP, 
compared with 16 percent in the United States. Petroleum 
dominates, representing the bulk (44 percent) of exports. Thus, 
the value of Norway’s exports tends to fluctuate along with 
world oil prices, while imports depend on domestic economic 
activity and foreign exchange rate variations. 


Directions of Foreign Trade: In 1991, the United States dropped 
two notches on Norway’s list of leading trading partners because 
of reduced U.S. imports of Norwegian crude oil and refined 
products, and somewhat lower Norwegian imports of aircraft and 
parts. In terms of combined 1991 merchandise exports and 
imports, the United States was Norway’s sixth largest trading 
partner (vs. fourth place in 1990). The United Kingdom and 
Sweden topped the list. In the past decade, Norway has posted 
surpluses in its trade with the United States thanks largely to 
high levels of oil exports. In 1991 the trade surplus vis-a-vis 
the United States stood at $138 million, according to U.S. 
Department of Commerce statistics. 


Taken as a group, the EC remains Norway’s principal trading 
partner. In 1991, the EC accounted for 66 percent of Norwegian 
exports and 49 percent of imports. The other Nordic countries 
remain important trading partners (19 percent of exports and 26 
percent of imports), and trade with low-cost less developed 
countries continues to increase rapidly from a low starting 
point. Norway’s miniscule trade with Eastern Europe was 


adversely affected by the collapse of the former USSR last 
year. 


Norwegian Exports by Category: Primary and semiprocessed goods 
continue to account for the bulk (nearly 80 percent) of 
Norwegian merchandise exports. The remainder consist of exports 
of machinery, equipment, and various manufactured articles. In 
1991, Norwegian merchandise exports totaled $34.3 billion: with 
petroleum accounting for some 44 percent, metals and metal 
products--11 percent, chemicals and various raw materials--25 
percent, and foodstuff (including fish)--7 percent. 


Norwegian exports to the United States totalled $1,626 million 
in 1991 (down from $1,830 million in 1990). Exports to the 
United States were dominated by crude oil and refined products, 


metals, chemicals, fish, and various semiprocessed and 
manufactured goods. 


Norwegian Imports by Category: In 1991, the bulk of Norwegian 
merchandise imports (55 percent) consisted of machinery, 
equipment, and miscellaneous manufacturing goods. These were 
followed by industrial inputs (39 percent) and food and 
beverages (6 percent). Total 1991 imports stood at nearly $26 


billion. In addition to goods, Norway imported $11.7 billion 
worth of services. 





Norway’s 1991 imports from the United States stood at $1,489 
million, with imports dominated by aircraft and aircraft parts; 
automatic data processing and office equipment; other machinery 
and equipment; other manufactures; various chemicals and 
industrial inputs; and food and beverages. 


Direct Foreign Investment in Norway: The book value of total 
stock of direct foreign investment in Norway stood at some $11 
billion at end-1991 compared with only some $5 billion at the 
time of the world oil shock in 1974, according to Norwegian 
statistics. Principal foreign investors were the United States 
(46 percent), Sweden (15 percent), and France (8 percent). The 
stock of U.S. direct investment in Norway remains concentrated 
(64 percent) in the petroleum and mining sector followed by the 
financial, business services, and property sector (22 percent) ; 
domestic trade, hotels and restaurant sector (10 percent); and 
the manufacturing sector (3 percent). In 1991, Norway recorded 
a net outflow of foreign investment totaling $351 million due to 


the impact of recession overseas and stagnation on the Norwegian 
mainland. 


IMPLICATIONS FOR THE UNITED STATES 


The decline in the value of the U.S dollar since 1985 has 
improved the price competitiveness of U.S. products. This 
situation should continue to help the United States to retain 
its position as one of Norway’s key trading partners. As in the 


past, Norway will need to import goods which are in short supply 
or not produced domestically. The Norwegian market will 
therefore continue to offer interesting opportunities for U.S. 
suppliers of specialized high-technology machinery and equipment 
(for example, oil and gas technology and aircraft), various 


industrial raw material supplies, and food and other consumer 
goods. 


Apart from opportunities in trade, Norwegian offshore petroleum 
developments will continue to provide the bulk of opportunities 
to U.S. investors. Major competitors in the Norwegian market 
remain the EC countries, Sweden, and low-cost producers in Asia 
and elsewhere. The existence of state monopolies and nontariff 
trade barriers will likely continue to complicate U.S. exports 
in some areas, including fruits, vegetables, beverages, 
pharmaceuticals, and communications equipment. 


The American Embassy in Oslo remains well equipped to assist 
American business visitors. Working closely with the U.S. 
Department of State, the Department of Commerce, and other 
Washington agencies, the Embassy provides services and 
information for the U.S. business community. There is a 
commercial library open to the public, and trade specialists are 
available to assist U.S. business visitors, as well as Norwegian 
agents, importers, and end-users. If you are traveling to 
Norway on business and need an entree to Norway’s business 


community, please call the Embassy Commercial Section for an 
appointment. 





(In millions of dollars) 


Food, Drinks & Tobacco 
Fruit and Vegetables 
Fish 
Grain and Products 
Drinks 
Tobacco 


Raw Materials (Non edible) 
Oilseeds 
Ores 


Energy (e.g., Coal and Mineral Oils) 


Chemicals & Products 
Inorganic & Organic Chemicals 
Pharmaceuticals 
Plastics 


Metals and Products 


Machinery & Equipment 
Industry Machinery 
EDP & Office Machinery 
Telecommunication Equip. 
Electrical Machinery & Equipment 
Road Vehicles 
Aircraft & other Transportation Equip. 


Miscellaneous Manufactured Goods 
Clothing and Footwear 
Scientific/Technical Instruments 
Photographic & Optical Equipment 


1981 
142.1 
38.7 
4.9 
86.5 
5.7 
12.8 


129.7 
102.1 


1991 
121.8 
44.5 
41.0 
10.7 
4.0 
13.8 


Avg. Annual 
Growth (Pct) 
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Memo notes: (a) Compiled from Norwegian foreign trade statistics, 
which differ somewhat from data provided by the U.S. Department of 
Commerce for statistical reasons. 
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